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In its annual report released on Sept. 18, the World Bank said no acceptable solution to the Third
World debt crisis will be found in the near future unless developing nations export less capital and
achieve faster economic growth. "Progress toward an acceptable solution to the debt crisis requires
a resumption of growth in per-capita terms in the debtor countries," said the report. The report
indicated that some economic indicators for developing countries in the aggregate improved last
year. For instance, the proportion of export revenues used to pay foreign debt declined. Overall,
however, "1987 must go down as another difficult year for the highly indebted countries," it said.
The report stated that the economic growth rate per capita in all developing countries fell from
2.8% in 1986 to 2.3% last year. Next, the Third World paid out $30 billion more in debt payments
than it received in new loans, said the report. Exporting nations of East Asia grew 8.6% last year,
up from 7.3% in 1986. Meanwhile, Latin America grew only 2.5%, down from 3.8% in 1986, and
the Sub-Saharan African economies declined by 1.5%, thereby eliminating most of the 2% growth
experienced in 1986. Net transfers to the World Bank's current borrowers were $1.9 billion in the
bank's favor for the year that ended on June 30, compared with net flows to the Third World of
$975 million in 1987. The bank plans to make between $14.5 billion and $19.5 billion in new loans
this year, compared with $14.8 billion last year. According to the report, while larger infusions of
new money are needed, other measures are also required to solve the debt crisis. In this regard, the
Bank said that many large debtor governments must improve implementation of economic reforms.
The report stated that while Chile, Colombia and Mexico had made considerable progress, "in a
number of other countries, the reform effort has been inadequate or has weakened." Continued
growth in the world's major industrial nations is also essential to providing export markets for
developing countries. While the outlook in this respect has improved, said the report, developed
nation governments need to adopt measures toward reducing the threat of inflation. In reference
to the huge US budget deficit, the World Bank cautioned that without "credible and cooperative"
fiscal policies, a recurrence of last October's stock market collapse could not be ruled out. "This
circumstance is perhaps the major reason why any projections of long-term growth trends are
subject to very wide margins of uncertainty," the report said. (Basic data from Reuters, 09/18/88)
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